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How Does Changes of Firms’ Boundary Influence on Innovation?
Second Theory-Oriented Research Group, National Institute of Science and Technology Policy (NISTEP),
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Satoko Ida, Akiya Nagata, Koichi Sumikura
ABSTRACT

The influences of the changes in firms’ boundaries has not been sufficiently analyzed. This paper
analyzed the influences of the changes in firms’ boundaries with the mergers between Japanese
pharmaceutical firms on appropriability of the returns from innovation and technological opportunity,
which are the determinants of innovation. The results as follows.

(1) Appropriability of the returns from innovation increased through the market share increased in
some product segments and the integration of the sources of development seeds progressed in the
case of merger between firms of similar product portfolio.

(2) Sources of technological opportunities diversified through the supplier of the development seeds
increased in the case of merger between firms of different product portfolio.

The results suggest that the influence of the merger on determinants of innovation differs by the

product portfolio of the firms. Firms with plan of merger should design their post merger innovation

strategy on the basis of our results.
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